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A lot of peopie have asked me about the AOL/Netscape merger. It's certainly
paradoxical, given the DOJ case.

The DOJ must be VERY dismayed at this merger,

h will finally make pecple queslion why the DOJ is trying to reise the price of browsers
above the competitive price, which is zerg. it will finally make people question why the
DOV is sttacking the browser work we did that benefited consumers through integration
and innovation. Like aimost all browser software, AOL's access software has always
been free. AOL will distribute Netscape browser software for free to its 20 millon instant
messaging cuslomers, and sconer or later to all its online servics customers 10o. Our
work in browsers made the business more competitive and consumers clearly benefited
as browsers became free as they should be (and as they used to be, before Natscape

pained 8 big share).

We decided a long lime 290 that Web browsing software should be part of & modem,
well-designed operating sysiem . this approach bensfits consumers by giving them a
single, simple interface through which to access ali types of information, and by making
it easier to use the Web with other applications. We also decided that, jus! fike the many
other features that are now buil into Windows, there would be no extra charge for our
browset technology. That makes business sense - one payoff for Microsoft comes
through making Windows even more sppealing to consumers. Just 8s Consumers now

" prefer their car 10 come with an integrated, essy to use audio system, most want their
PC operating system to include integrated, easy to use Web browsing technology.

Why is Netscape worth $4 billion despite making Its browser available for free? The
answer is that browsers - whether they come as part of an OS or standalone - generale
$0 much sdvertising revenue that you maximize revenue by giving them gway free to
drive usage. Jim Clark remermbers that | made this point and the point about integration
in the Fall of 1994, before Netscape came out with their first producl If therd is
compelition the price will be zero. Browsers are like network TV. The traffic alone makes
it @ great business to make a popular browser even without charging users. There is
nothing predatory adbout pricing 8 product &t a profitable price. In fact, 's calied the
marketpiace at work, and it helps consumaers.

Netscape and now AOL has an incredidle ability to get its product into the market,
Including the use of the intemne! itsalf. No one has “foreciosed” Netscape from
distributing its software. Netscape's success is proof of how open the software industry
is to new competition. In how many segments of the economy can & startup grow to a
market valuation of $4 bilion in enly four years?

Yet the claim that Netscape was “Yoreciosed® from distributing its software is not just the
center of the DOJ case - it IS the DOJ case.

The history here is very instructive. When we first included browser capabilities in
Windows they did not gel much use. Netscape continued to have over 80% share and

DEFENDANT'S
EXHIBIT

29585

AOL/K0380989
HIGHLY CONFIDENTIAL



there was no pressure on its price. Only when our browser won the overwhelming
majority of all reviews did our shaze move up and Netscape have {o come back down o
a competitive price. Il took a great deal of innovative wotk far us o not only catch up but

mave ahead in the browser business and we can be very proud of our contributions on
behalf of consumers.

Microsoft's inclusion of Internet standards in Windows was pro-competitiva. imagine how
people would have reacted f we had NOT Included (memst standards like TCP/IP or
HTML in Windows. Our old "help” formal wae proprietary and we got rid of it Our track
record of working with the standards group on HTML is the best of any company.

The lronies in this case are quite amazing. The DOJ meets with our competitors in their
homes. and at dinners with all of our competitors present, and discusses what they can
do against us. Perhaps these cozy relations will make it easier for AOL to get mergers
such as Mirabilis, CompuServe and Netscape approved. THe DOJ hasn't seemed lo
nolice that the #1 gateway lo the Internet (AOL) bought the #2 galeway to the Intemet
(CompuServe), and raised prices immediately following government approval of the
merget. The DOJ hasn't seemed to nalice that our business is more compelitive than
ever with many strong attacks on the Windows business.

The company that helped made sure consumers gol a falr price for browsers has the
DO0J attacking it on behalf of the company that did nol.
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